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The Clean Power Campaign (CPC) appreciates the opportunity to offer these comments
on the June 8, 2005 Draft of the “Energy Action Plan I1: Implementation Road Map for
Energy Policies’ (EAP11). CPCisstrongly supportive of the original Energy Action
Plan | developed in 2003, and we commend the Joint Agencies for continuing the process
and developing an excellent first draft of the EAP 1.

We first present our overarching comments about the EAP 11 draft document and address
the Introduction and Summary section of the document, and then we provide our specific
comments on each of the Specific Action Areasin Section I1.

. INTRODUCTION AND SUMMARY

CPC strongly commends the Joint Agenciesfor their cooperation and collabor ation
in developing the EAP I1.

CPC commends the Joint Agencies for their combined commitment and dedication to
developing the EAP Il and on the progress made to date in implementing the EAP 1. The
Joint Agency Energy Action Plan Meeting held on June 15, 2005, with the impressive
array of Commissioners from both the California Public Utilities Commission (CPUC)
and California Energy Commission (CEC), as well as Secretaries from the Governor’s
Cabinet, underscored the commitment from al the California state agencies with energy-
related responsibilities. Continued interagency collaboration will be essential to
California meeting its various energy-related state policies, especialy the greenhouse gas
reduction goals recently established by the Governor in Executive Order S-3-05.

CPC strongly supports EAP I1'soverarching goal “for California’senergy to be
adequate, affordable, technologically advanced, and environmentally sound” (p. 2).
CPC believes that supplying energy for California s growing economy is achievable
without sacrificing the environmental heritage of the state.

CPC strongly supportsthe explicit intent that the EAP |1 serveasaroadmap for the
entire state.

CPC commends the Joint Agencies for the inclusion and integration of consumer-owned
utilitiesinthe EAP 1. We strongly support the statement, “ The Energy Action Planis
intended as an implementation roadmap for the entire State, not only the 75-80 percent of
Californiathat is served by investor-owned utilities.” (p. 3) Sincethe EAP Il roadmap is
intended to apply at the state level, the publicly owned utilities must also be included in



thevision laid out in the EAP. In particular, the consumer-owned utilities must be
involved in the top priority resources of the “loading order” aswell as the Governor’s
global warming goals. To this end, we recommend that goals specific to consumer-
owned utilities be established as separate action itemsin each of the Specific Action
Areas.

Theinclusion of transportation isan important expansion of EAP I 1.

CPC is strongly supportive of the EAP |1’ sinclusion of the transportation sector,
“reflecting the importance of these energy resourcesin California s energy picture and
the potential impacts of their use on the environment” (p. 3). Transportation fuels have a
significant impact on the state’ s economy and environmental health. Adequate clean fuel
supplies are necessary to minimize price volatility and reduce dependency on petroleum.
Petroleum fuel production and use results in the emissions of criteriaair pollutants, air
toxics, greenhouse gases and water pollutants. Since California s demand for petroleum
isgrowing faster than its already tight supply, the state is becoming more reliant on
imports. The state must improve petroleum use efficiency, drastically increase the use of
cleaner alternative fuels and reduce the per capita vehicle milestraveled. We offer
recommendations below to support implementation of effective and forward-looking
strategies to address transportation fuel usein California

We commend the Joint Agenciesfor continuing their strong support of the “loading
order” put forth in the EAP | and endor sed by the Governor.

CPC strongly supports energy efficiency, followed by renewables, asfirst in the “loading
order” (p. 3), and to the extent that energy efficiency and renewables are unable to satisfy
increasing energy and capacity needs, then (clean and efficient) fossil generation isto be
considered. We rely on CEERT’ s comments for the bulk of our renewables
recommendations.

EAP | Accomplishments should encompass all related historical achievements.

In the summary section outlining successes in implementing EAP | (p. 3), electric
efficiency accomplishments are noted, but similar accomplishments for natural gas
efficiency are not included. As energy efficiency includes both electric and natural gas
efficiency, we suggest that similar gainsin natural gas efficiency and the establishment of
targets for natural gas savings, which help to reduce customer hills, are not overlooked
and areincluded in the list of EAP | accomplishments.

We agree with Commissioner Kennedy that the EAP |1 should be broadened beyond
simply outlining the differences between EAP | and EAPIl. The Energy Action Plan
thus far has served as an overarching policy vision for the energy agencies, as well as an
implementation roadmap, and the overall big-picture vision should not be lost in EAPII.
We recommend that historical achievementsin each of the action areas be used to
contextualize the new goals that are set in this new document. To that end, we have
attached a summary of some of those accomplishments.

II. SPECIFIC ACTION AREAS



In this section, we present our recommendations, highlighted in bold text. For our
recommended revisions to Key Actions for each Action Area, we have indicated
deletions with strikethrough text, and additions with underlined text.

1. Energy Efficiency

We strongly support the inclusion of this action area on energy efficiency as“the
resource of first choice for meeting California’ s energy needs’ (p. 4). In particular, we
support Key Action 6 (to develop verifiable performance incentivesin time for 2006) and
Key Action 8 (consideration of the water-energy connection).

The section on ener gy efficiency should also include historical energy efficiency
achievements. We agree with the comments made by Commissioner Kennedy at the
June 15 Joint Agency meeting that the incredible accomplishments in both natural gas
and electric efficiency — such as gains achieved thus far, energy savings goals for each,
and decoupling the IOUs' financial health from the amount of energy sold — should be
addressed. Our comments regarding this section’s action items follow:
e Werecommend that Key Action 1 be revised as follows:
1. Significantly expand effortsto improve public awar eness and adoption of
ener gy efficiency, while maintaining the primary focus of achieving all cost-
effective energy efficiency savings. Special attention should be given to low
income, non-English speaking, and other hard-to-reach communities.
We recommend that the EAP Il provides a consistent statewide message
consistent with other state policy. Public awareness, education and outreach will
be essential in helping California meet its energy savings goals. While we
support programs that target hard-to-reach customers as part of a comprehensive
energy efficiency portfolio, a primary focus on these customers as called out in
Action 1isin conflict with the CPUC’ s primary focus on pursuing “all cost-
effective energy efficiency opportunities’* as a resource.
e Werecommend the addition of a new action similar to Action 7 in the renewables
section:
10. Work with consumer-owned utilitiesin the development of energy
efficiency programsto pursue all cost-effective ener gy efficiency savingsasa
resourcefor the state.
e Werecommend revising Key Action 4 to read:
4. Adopt new building standardsthat consider the inclusion of demand
response technologies, integrated photovoltaic systems and other clean on-
site generation, for implementation in 2008 in a manner that will enhance
and not reduce the savings that would otherwise be achieved without these
additional measur es. (emphasis added)

2. Demand Response

In the demand response Key Action 2, we suggest adding at the end, “ Demand response
programs and policies should have a net environmental benefit, and at a minimum not
have a negative impact, by ensuring that any pricing structures do not encourage

1 CPUC D.04-09-060, Finding of Fact 1, p. 44.



increases in overall consumption.” CPC believes that providing customers with price
signals that more accurately reflect the cost of providing electricity can be an important
step to help customers make rational decisions about their electricity use. However, we
are concerned that even though dynamic pricing can reduce peak demand, customers may
simply shift load® and overall electricity consumption may even increase.

In addition, we recommend that demand response programs should restrict the use of
back-up generators unless they are ultra-clean as defined by state L egislation.

3. Renewables
We support Key Action 7’ s focus on the consumer-owned utilities development of their
RPS plans, and support the comments filed by CEERT.

4. Electricity Market Structure

In this section, although high “rates’ are first stated as the problem (p. 7), the focus of the
sectionisin fact on bills. (The paragraph on page 7 reads, “ Californians pay some of the
highest utility rates in the nation and the State must take action to decrease overall retall
energy bills and to improve rate structures so that rates are transparent and consumers
have the tools to manage their energy usage. The agencies commit to reducing total retail
energy bills by al means possible, including supporting programs for energy efficiency,
demand response, and self-generation, assuring that the utilities’ supply portfolios are
least cost, and increasing education and outreach.”) We support thisappropriate focus
on billsinstead of rates.

For Key Action 4, we recommend the following modification:
4. Develop rulesthat would allow for an effective core/noncor e retail market
structurethat are consistent with all of thegoalsin the EAP Il including the
pursuit of all cost-effective ener gy efficiency, mechanismsto-guard guarding
against cost-shifting, preserve preserving reliability, and achieve-achieving
RPS goals.

5. Electricity Infrastructure
Key Action 8 calls for the application of “the environmental adder as a resource selection
criterion in 10U procurement decisions’ (p. 8, emphasis added). We recommend the
following as a more accurate representation:
8. Apply the environmental greenhouse gas (GHG) adder as-aresodree
selection-eriterion-HHOU-proeurement-decisions, which accountsfor the
financial risk of future carbon dioxide requlation, in both procurement and
futurelong-term plans on a statewide basis.
Because the EAP isintended as aroadmap for the entire state, all customersin the state
should be protected from the financial risk of GHG emissions.

We recommend that an additional Key Action be added to the list:

2 Indeed, the final impact evaluation of the Statewide Pricing Pilot, on which PG& E bases its estimates of
the demand response possible with an AMI system, reported that “the reduction in energy use during high-
price periods was almost exactly offset by increasesin energy use during of[f]-peak periods’ (p. 7).



9. Support accurate long-term planning on a statewide basis, complete with
specific fuel typeinfor mation.

As part of its ongoing long-term planning process, the CEC isin theidea position to
collect relevant information from all load-serving entities in the state with regards to the
fuel type for their planned future resources and roll up the information into a statewide
resource plan. Currently, resource plan information is simply identified as “fossil fuel,”
but it is essential to account for the potential contribution of growing imports of out-of -
state coal-fired energy, especialy in light of the Governor’s greenhouse gas reduction
targets. With today’ s technologies, coal-fired plants emit GHGs at approximately twice
the rate of combined cycle natural gas turbine facilities®. Just three new 500 MW
conventional coal-fired power plants' annual carbon dioxide emissions would more than
offset the total lifetime CO, savings from the three major regulated utilities' annual
investments in energy efficiency programs.

6. Natural Gas Supply and Demand
We support this section’s primary focus in the discussion paragraph on reducing or
moderating demand. However, we suggest that this focus on natural gas efficiency
should be reflected in the section’s Key Actions. Specifically, we recommend that the
Key Actions be expanded to include other natural gas efficiency measures beyond ssimply
encouraging solar hot water, which alone is not sufficient to reduce demand for natural
gas. We recommend that a new Key Action be added to read:
8. Encourage natural gas efficiency measuresto reduce thereliance on
natural gasfor various end uses.

7. Transportation
In support of establishing effective and aggressive policies to address transportation fuel
use in California, we offer the following suggested revisions to the list of Key Actions.
e Key Action 4 —To the end of the paragraph add:
Maximize the use of alternative fuelsin fleet vehicle designed to operate on
them.
Due to requirements under the federal Energy Policy Act, state fleets must
purchase vehicles capable of operating on aternative fuels. Currently, California
fleets have thousands of these vehicles, but many do not burn aternative fuel.*
e Key Action5—To the end of the sentence add:
that includes, but isnot limited to, driving and maintenance practices, vehicle
retrofit technologies and new vehicle technologies.

3 Spath, Pamela L. and Margaret K. Mann, Life Cycle Assessment of a Natural Gas Combined-Cycle Power
Generation System, National Renewable Energy Laboratory, September 2000, p. 27. Available on-line at
http://www.nrel .gov/docs/fy00osti/27715. pdf

* For example, most of the state’s flexible-fuel vehicles capable of running on gasoline or a blend of 85%
ethanol and 15% gasoline fill up exclusively with gasoline. These vehicles should maximize the use of E-
85.



In addition to currently promoted driving practices and new vehicle technologies,
there are cost-effective technologies, such as fuel-efficient replacement tires and
low-viscosity motor oils, which can deliver immediate oil savings.

e Key Action 8 — After the first sentence add:
Develop goals and timeframes for_petroleum reduction from transit-oriented
development.
The Joint Agencies should set specific targets for reducing petroleum
consumption by encouraging new housing and commercial development that
provides easy accessto public transit.

e Key Action 9 — After the first sentence add:
Evaluate alter native fuels, including electricity, ethanol, biodiesel, hydrogen,
methanol, and natural gas, on alifecycle basisfor their ability to reduce
har mful emissions and petroleum consumption and develop a plan that
promotesthe best performerswhile maximizing economic benefitsto the
state.
Alternative transportation fuels can play a significant role in reducing our
dependence on oil and reducing our GHG emissions. The state should establish a
strategy to diversify the transportation fuel supply and encourage alternative fuels
to compete at the pump.

e Key Action 11 — After the first sentence add:
M aximize the public health benefits of hydrogen production and use through
hydrogen generation from renewable ener gy sour ces.
The hydrogen highway network should follow the GHG and renewable
production recommendations of the California Hydrogen Blueprint Plan to
achieve a 30 percent reduction in GHG emissions and to utilize 20 percent
renewable resources in the production of hydrogen for use in vehicles by 2010.°

We also offer the following recommendations for additional actions not considered in the
Key Actions:

e Ensurethat transportation planning includesthe financial risk of greenhouse
gas emissions. Similar to the CPUC’'s“GHG adder,” transportation standards
extend financial commitment to the statewide public, though there is currently no
regulatory mechanism that incorporates this factor. For example, AB 1493, which
limits greenhouse gas emissions from light duty vehicles, did not instruct the Air
Resources Board to consider greenhouse gas financial risk.

e Support effectiveregional and inter-regional public transportation. EAP I
should consider public transportation in statewide planning, including advanced
light rail service between major population centers. Priority in transportation
planning should be given to rail and other public systems that reduce reliance on
petroleum fuels.

8. Research, Development, and Demonstration
Werecommend that “clean coal” (p. 11) in Key Action 7 be specifically defined as
follows. To protect California s consumers and environment, any long-term financial

® CalEPA, California Hydrogen Blueprint Plan, Volume 1, May 2005.



commitments by California utilities to coal-based generation should be conditioned on
environmental performance (NOx, SO2, mercury and CO2 emissions) comparable to that
of state-of-the art technology (e.g., IGCC or combined-cycle gas generation), coupled
with the capacity to dispose inexpensively and responsibly of the facility’s carbon
dioxide emissions. Long-term investments in facilities lacking such capacity pose
unacceptable financial risks, in light of the magnitude of carbon dioxide emissions
associated with coal-based generation and the increasing likelihood of regulatory limits
on such emissions.

9. Climate Change

CPC strongly supports the addition of this section on climate change as an integral part of
the EAP, as well asthe Governor’ s establishment of greenhouse gas reduction goals for
Cdliforniain Executive Order S-3-05. We especialy support Key Actions 1-5, but also
offer the following suggestions:

e CPC supports Key Action 3, but in addition we recommend an additional Key
Action be added to also coordinate on a statewide cap-and-trade program
not limited tothe |OUs. A statewide cap-and-trade program for al emissions
from California s electric and natural gas sectors would be more effective than a
cap established only for the IOUs because it would encompass all retail sellers of
electricity and natural gas and thereby encompass all of the emissions from these
sectorsin the state.

e Werecommend that Key Action 5 be made more explicit to recognize that
any long-term financial commitments by Califor nia utilitiesto coal-based
gener ation should be conditioned on environmental performance (NOx, SO2,
mer cury and CO2) comparableto that of state-of-the art technology (e.g.,
|GCC or combined-cycle gas generation), coupled with the capacity to
dispose inexpensively and responsibly of the facility’s carbon dioxide
emissions. The CO2 emissions associated with electricity generated from
conventional coal without carbon sequestration will make it impossible to meet
the Governor’ s greenhouse gas reduction goals.

CONCLUSION

CPC applauds the Joint Agencies for developing an excellent first draft of EAP11. We
look forward to continuing to work with the Joint Agencies and the other stakeholdersto
develop the California s road map to a clean energy future.



CALIFORNIA’S SUSTAINABLE ENERGY POLICIES
PROVIDE A MODEL FOR THE NATION
By Audrey Chang
May 2005

California has long been at the vanguard of innovative energy policy. Today, the Golden State
continues to establish pioneering Per Capita Carbon Dioxide Emissions
energy policies that address pressing 5.0
environmental concerns while '
strengthening the sixth largest
economy in the world.*

. . . 20.0 s L,
California has reduced its

contributions to global warming and
boosted its economy by focusing
policies on its energy production and
transportation sectors, which together
account for 92% of the state’s carbon
dioxide (CO,) emissions.? CO,
emissions per capita in California have
decreased by 30% since 1975 (when
California’s efficiency efforts first
began in earnest), while U.S. per
capita CO, emissions have remained
essentially level .

= = Restof U.S.
= California

15.0

10.0 4

Per Capita Emissions (metric tons)

5.0 T T T T T T T T T T T T T T T T T T T T T T
1975 1980 1985 1990 1995 2000

Source: Oak Ridge National Laboratory, 2004.*

California State Policy Establishes Sustainable Energy as a Priority

e Together with the governors of Washington and Oregon, Governor Schwarzenegger has
launched the West Coast Governors’ Global Warming Initiative, one of the leading state-
level efforts on global warming. In November 2004, the Governors committed to act
individually and regionally “to reduce their greenhouse gas emissions below current
levels through strategies that promote long-term economic growth, protect public health
and the environment, consider social equity, and expand public awareness.™

e The Energy Action Plan, adopted by the state’s energy agencies and endorsed by
Governor Schwarzenegger, establishes a “loading order” of preferred energy resources,
placing energy efficiency as the state’s top priority procurement resource, followed by
renewable energy generation.®

e In December 2004, Governor Schwarzenegger issued a green buildings Executive
Order, requiring that all new and renovated state buildings achieve environmental ratings
of LEED (Leadership in Energy and Environmental Design Green Building Rating
System®) Silver or higher, setting a goal for all state buildings to be 20% more efficient
by 2015, and encouraging the private sector to do the same.’

Energy Efficiency is a Proven and Cost-Effective Resource for California’s Utilities
e California’s investments in energy efficiency programs and improvements in building and
appliance efficiency standards over the past 30 years have:
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o Enabled California to hold per capita electricity use essentially constant, while the
rest of the nation saw per capita electricity use increase by nearly 50%.®
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o Saved more than 10,000 MW of peak demand (equivalent to avoiding twenty
giant power plants), and about 35,000 GWh each year (equivalent to 14% of
California’s energy consumption).*

0 Increased California’s inflation-adjusted economic output per unit of electricity
consumed by over 40% (while the rest of the nation increased by only 8%),
demonstrating that economic growth need not be accompanied by proportional
increases in power consumption.**

The cost of efficiency programs over their lifetime has averaged 2-3¢ per kWh, less than
half the cost of the avoided generation.’?> Over the last decade alone, these efficiency
programs have provided net benefits of about $3.4 billion to California’s economy.*®
Energy efficiency and conservation played a crucial role in calming the energy crisis in
2001. Californians avoided blackouts by cutting demand in summer 2001 by more than
5,500 MW, a decrease in peak demand of more than 10% when adjusted for economic
growth and weather conditions.

California law now requires the state’s investor-owned utilities to use modest regular
adjustments in electric and gas rates to break the link between the utilities’ financial
health and the amount of electricity and natural gas sold.* This removes significant
regulatory barriers to utility investments in cost-effective energy efficiency improvements,
and helps align the interests of utilities and customers.
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California Continues to Lead the Nation in Energy Efficiency

e California’s most recently adopted energy efficiency standards for buildings and
appliances are expected to save 2,800 MW and avoid the need for 5 giant power plants
in the next 10 years.'® These standards are regularly revised, ensuring that California’s
buildings and appliances will remain the most energy efficient in the nation.*’

¢ In September 2004, California regulators set the nation’s most aggressive energy
savings goals, which will more than double the current level of savings over the next
decade.’® The utilities are expected to invest nearly $6 billion over that period to reach
these aggressive targets, which will:

(0]

(0]

(0]

Avoid the need to build 10 giant power plants (by saving nearly 5,000 MW).
(While other states’ energy efficiency efforts deliver annual savings ranging from
about 0.1% to 0.8% of their annual electricity use,*® the new targets will establish
California as the undisputed energy efficiency leader, with annual electricity
savings that will exceed 1% of total annual load by 2008.%°)

Provide customers relief from rising natural gas bills by tripling annual gas
savings by the end of the decade (saving 444 million therms per year by 2013,
equivalent to the consumption of one million households).

Reduce CO, emissions by an estimated 9 million tons per year by 2013,
equivalent to taking nearly two million cars and trucks off the road.

Provide about $10 billion in net benefits to the state’s consumers over the next
decade.

e In January 2005, regulators adopted a new energy efficiency administrative structure,
which fully integrates energy efficiency into resource procurement for the state’s
regulated utilities.?* Utilities are now required to invest in energy efficiency whenever it



is cheaper than building new power plants. The savings achieved through these energy
efficiency programs will be subject to rigorous independent verification.

Utilities provide energy efficiency services and rate assistance to low-income customers.
Since May 2001, regulators have set a goal of reaching 100% of low-income customers
who want to participate. To this end, the utilities are expected to provide energy
efficiency services to 156,000 low-income households in 2005.%

California’s Commitment to Renewable Energy

California already has more renewable electricity generation capacity than any other
state,?® and this amount will double in the next ten years.?* Currently, renewable
resources (such as wind, solar, geothermal, biomass, and small hydroelectric plants)
provide 12% of California’s electricity production, compared to 2% on a national level.?®
California’'s Renewable Portfolio Standard, enacted in 2002, requires the state’s largest
utilities to buy or produce 20% of their power from renewable energy sources by 2017.%
The Governor has accelerated this goal to 20% by 2010, which will result in the addition
of up to 600 MW of new renewable energy generation capacity each year until then.?’
Governor Schwarzenegger and the California Energy Commission have recommended
extending this renewable energy target to 33% by 2020.%

California Protects Utility Customers from the Future Costs of Global Warming

In December 2004, the California Public Utilities Commission (CPUC) ruled that heat-
trapping power plant emissions will likely be regulated in the future, and the CPUC
approved a new policy to protect consumers from the risk of higher energy bills
associated with global warming.”

Utilities are now required to assign a dollar cost to greenhouse gas emissions (GHG),
reflecting their associated financial risk, in long-term planning and procurement in order
to select the overall least cost resources. The CPUC decided in April 2005 that the
leading global warming pollutant, carbon dioxide, should be assigned a levelized cost of
$8 per ton for these purposes.®

Long-term investments in conventional coal-burning power plants, which emit twice as
much CO; as natural-gas fired plants, present the most serious financial risk in the face
of potential carbon regulation; on the other hand, renewable resources and energy
efficiency emit little or no CO,. The CPUC’s new policy creates an additional incentive
for utilities to invest in cleaner energy resources.

California Minimizes Global Warming Pollution from the Transportation Sector

California is the first state in the nation to regulate motor vehicle greenhouse gas
emissions. With a new standard taking effect in January 2006, new passenger cars and
light trucks beginning with model year 2009 will be required to have lower tailpipe
emissions of CO, and other pollutants.® The standard is expected to reduce GHG
emissions from new passenger vehicles by approximately 30% by 2016.%

Under a 2003 law, the state will implement a replacement tire efficiency program to
ensure that by 2008 replacement tires sold in California are, on average, as fuel efficient
as the original tires of new vehicles sold in the state.®® Without sacrificing safety, this
law is projected to reduce California gasoline consumption by cars and light trucks by
3% by 2015,* saving in that year alone over 545 million gallons of gasoline, over $1
billion in fuel costs, and 4.8 million tons of CO,.*®
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